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Report to Shareholders 


We are pleased to present the first Annual Report of 
Cinevision Ltée., and to review the results of opera- 
tions for the year ended May 31, 1973, in conjunction 
with the current status of your Company's affairs. 


Operating Results 

Revenues and consolidated net earnings for fiscal 
1973 set new records of $1,217,546 and $170,219 
respectively. Earnings per share, based on the 
weighted average number of shares outstanding, 
were $0.22. Exercise of share purchase warrants and 
employees’ incentive stock options outstanding 
would not dilute the earnings per share stated herein. 


For the quarter ended August 31, 1973, being the 
first quarter of fiscal 1974, revenues amounted to 
$328,316, with net earnings of $45,303. These 
results do not allow for any contribution from THE 
AMERICAN FILM THEATRE, as this project only 
commenced commercial operations at the end of 
October 1973. However, this trend is indicative of 
the continuing strength of your Company’s Canadian 
operations, which is the leasing of motion picture 
cameras, lenses and related accessories, as well as 
lighting, power-generating and sound equipment. 


The American Film Theatre, and 

AFT Distributing Corporation 

In December 1972, your Company entered into an 
agreement with the Ely Landau Organization, Inc., et 
al, which provided for our investment of $2,750,000, 
a sum which purchased for the Company a 45°/,% 
carried interest in eight film properties and a like 
percentage interest in the division of profits from 
these designated films. Subsequently, by investing 
an additional $1,505,000 in AFT Distributing Cor- 
poration, the Company purchased a 50% interest in 
said corporation. Ely Landau, the founder of THE 
AMERICAN FILM THEATRE, acquired the other 50% 
of this Company, AFT Distributing Corporation owns 
the world-wide distribution rights to the eight films. 


THE AMERICAN FILM THEATRE, the world’s 
first operative ‘‘national theatre-on-film’, is a project 
devoted to the making of motion pictures that do not 
play down to the lowest common denominator of 
the human mind. Believing that in an era in which the 
film market is glutted with sex, violence, racism, 
exploitation and outright pornography, Ely Landau 
determined that there was a vast segment of the 
public that wanted and deserved something more. 
THE AMERICAN FILM THEATRE is bringing master- 
pieces of the theatre, on film, performed by consum- 
mate artists, under the guidance of major directors, 
to audiences everywhere. 


We are pleased to report that this project has 
developed as planned, and the release of the films 
commenced on October 29, 1973, in over 500 


theatres across North America, on a limited subscrip- 
tion basis. 


For clarification, we would like to take this 
opportunity to point out to our shareholders that 
your Company’s 45°/,% interest in the eight film 
properties is not limited to any monies received 
during this first season of THE AMERICAN FILM 
THEATRE. The agreements provide that your Com- 
pany’s interest in these properties is not finite in time, 
but provide that Cinevision Ltée. will continue to 
receive its proportionate share of all future income 
derived from the release of these pictures, whether it 
be through general release, foreign distribution, 
television rights, in-flight movies, or any other 
future commercial showing of the properties. 


Common Stock Underwritings 


As reflected on the enclosed Consolidated Balance 
Sheet, the net worth of your Company increased 
from $151,541 to $4,580,031 during the year ended 
May 31, 1973. The bulk of this dramatic increase can 
be accounted for by a series of equity financings 
completed during this past fiscal period as outlined 
herein. The Company's first public offering occurred 
in October 1972, when 600,000 common shares 
were sold, to yield the Company net proceeds of 
$600,000. The financing of our investment of 
$2,750,000 for the production of the eight major 
motion pictures with the Ely Landau Organization, 
Inc., et al, was made possible through a share offering 
in January 1973. Cinevision Ltée. sold 500,000 
treasury shares to the public, with net proceeds to 
the Company of $3,350,000. The shares offered in 
January 1973 were accompanied by warrants to 
purchase a further 525,000 common shares exer- 
cisable at $8.00 per share up to December 31, 1973, 
and then at $9.00 per share up to December 31, 1974. 
In February 1973, 40,000 of these share purchase 
warrants were exercised, which resulted in an addi- 
tional $320,000 increase to the Company's treasury. 

Therefore, in summary, your Company raised in 
excess of four and a quarter million dollars through 
a series of public financings in the year ended May 31, 
EWS. 


Summary 

As disclosed throughout this Annual Report, the 
Company has committed a large portion of its assets 
to the production and distribution of what we believe 
to be a significant market in the film industry. How- 
ever, as we did point out in the highlights of operating 
results, the historical business of the Company has, 
and continues to, contribute significantly to 
Cinevision’s success. 

We would like to take this opportunity to thank all 
of our employees, friends and business associates 
for their dedicated efforts in helping us reach our 
current level of corporate development. 


Submitted on behalf 
of the Board 


Melvin Hoppenheim 


November 15, 1973 President 


CINEVISION ... 


and Subsidiaries 


Financial Highlights 


for the year ended May 31, 1973 


Results 


Revenue 
Earnings before taxes 
Net earnings 


Weighted average earnings per share 


Year-End Position 


Working capital (negative) 
Shareholders’ equity 


Common shares outstanding 


1973 


$1,217,546 
333,523 
170,219 
0.22 


2,219,091 
4,580,031 
1,342,100 


1972 
(11 months) 
$ 604,035 
37,516 
27417 
0.13 


(297,847) 
151,541 
200,000 


CINEVISION ... 


and Subsidiaries 


(Incorporated under the laws of Quebec) 


Consolidated Balance Sheet as at May 31, 1973 
(With comparative figures as at May 31, 1972) 


ASSETS 


Current: 
Cash and short-term deposits (Note 2) 
Accounts receivable 


Inventories of parts and supplies at the lower of cost 
and net realizable value 


Interest receivable 
Income taxes receivable 
Prepaid expenses and deposits 


Investments in film properties (Note 3) 


Investment and advance (Note 4) 


Fixed: 
Revenue producing equipment 
Furniture and fixtures 


Leasehold improvements 


At cost 


Accumulated depreciation and amortization (Note 5) 


Other: 


Deferred charges 


Approved on behalf of the Board: 


Wi Sx reprn lle , Director 


dal , Director 


1973 


$ 793,942 


181,613 


69,628 
18,940 
4,629 
6,342 
2,051,099 


3,126,193 


1,563,568 


1,164,780 
43,043 


27,729 


1,235,552 
412,405 


823,147 


$5,512,908 


O72 


141,160 


21,230 


SAI AS) 
14,000 


185,565 


848,962 
41,224 


26,724 


916,910 
296,572 


618,338 


MS ee WS) 


$813,278 


LIABILITIES 


Current: 
Bank indebtedness (Note 6) 
Accounts payable and accrued liabilities 
Income taxes payable 
Current portion of long-term debt 
Loan payable 


Deferred income taxes (Note 7) 


Long-term debt 


Due to shareholders (non-interest bearing) 


Deferred income taxes (Note 7) 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 8) 


Retained earnings 


1973 


$ 395,329 
142,530 


200,000 
108,783 


846,642 


86,235 


4,273,800 
306,231 
4,580,031 


$5,512,908 


(See accompanying notes to the consolidated financial statements) 


(ES 


$321,184 
83,105 
S95 
70,928 


483,412 
23,422 
108,925 


45,978 


1,000 


150,541 
151,541 


$813,278 


CINEVISION ... 


and Subsidiaries 


Consolidated Statement of Earnings and Retained Earnings 


for the year ended May 31, 1973 


(With comparative figures for the eleven months ended May 31, 1972) 


Earnings: 
Rental income 


Interest income 


Operating expenses 
Depreciation and amortization 
Interest and finance charges 


Earnings before income taxes 
Provision for income taxes 


Net earnings for the period 


Weighted average earnings per share (Note 9) 


The number of shares used in the determination of 
weighted average earnings per share is 


Retained earnings: 
Balance at beginning of period 
Net earnings for the period 
Costs of public financing (net of applicable income taxes) 


Balance at end of period 


1973 


$1,155,021 


62,525 


1,217,546 


734,579 
119,374 
30,070 


884,023 
333,523 


163,304 


$ 170,219 


$.22 


781,278 


$ 150,541 


170,219 


(14,529) 
$ 306,231 


1972 


$604,035 


604,035 


468,275 
74,859 
23,505 


b6G519 
37,516 
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SE PAT al) 


$.13 


200,000 


$123,424 
27 Ales, 


$150,541 


(See accompanying notes to the consolidated financial statements) 


Consolidated Statement of Changes in Financial Position 
for the year ended May 31, 1973 


(With comparative figures for the eleven months ended May 31, 1972) 


Source of working capital: 
Net earnings for the period 
Charges not requiring an outlay of funds: 
Depreciation and amortization 
Amortization of organization expenses 
Deferred income taxes 


Working capital provided by operations 
Capital stock issued for cash 


Use of working capital: 
Additions to fixed assets—net 
Repayments of shareholders loans 
Deferred charges 
Organization expenses 
Decrease (increase) in long-term debt—net 
Investment and advance 
Costs of public financing (net of applicable income taxes) 


Increase (decrease) in working capital 


1973 
$ 170,219 


119,374 


40,257 


329,850 
4,272,800 


4,602,650 


324,183 
108,925 
(9,375) 
23,422 
1,563,568 
14,529 


2,025,252 


$2,577,398 


172 
S927 1 Wi. 


74,859 
1207 
7,284 


TAO 357, 


It O;557, 


185,124 
5,079 
9,375 

387 
(10,263) 


139,702 


$ (79,145) 


(See accompanying notes to the consolidated financial statements) 


CINEVISION .:. 


and Subsidiaries 


Consolidated Statement of Changes in Financial Position (cont'd) 


for the year ended May 31, 1973 


(With comparative figures for the eleven months ended May 31, 1972) 


The increase (decrease) in working capital 
is accounted for as follows: 


Increase (decrease) in current assets— 
Cash and short-term deposits 
Accounts receivable 
Inventories 
Employee loans 
Interest receivable 
Income taxes receivable 
Prepaid expenses and deposits 
Investments in film properties 


Increase (decrease) in current liabilities— 
Bank indebtedness 
Accounts payable and accrued liabilities 
Income taxes payable 
Current portion of long-term debt 
Loan payable 
Deferred income taxes 


Increase (decrease) in working capital 
Working capital (deficiency) at beginning of period 


Working capital (deficiency) at end of period 


1973 


$ 793,942 
40,453 
42,398 
18,940 

4,629 
3,167 
2,037,099 


2,940,628 


74,145 
59,425 
(8,195) 

(70,928) 

200,000 

108,783 


363,230 


2,577,398 
(297,847) 


$2,279,551 


130,226 
50,320 


167,877, 


(79,145) 
(218,702) 


(See accompanying notes to the consolidated financial statements) 


Notes to Consolidated Financial Statements, May 31, 1973 


1. Principles of consolidation: 
The consolidated financial statements are prepared in accordance with generally accepted accounting prin- 


ciples and include the accounts of its subsidiaries—Cinevision (Ontario) Limited and Cinevision Studios Ltd. 
All significant inter-company transactions have been eliminated. 


2. Cash and short-term deposits: 


The cash and short-term deposits are restricted funds to be used only for the completion of the eight motion 
picture films referred to in Note 3. 


3. Investments in film properties: 


The Company has invested $2,747,488 ($2,750,000 U.S.) for a 45°/,% interest in eight motion picture film 
properties, presently being produced. Of this investment $1,953,546 has been advanced as at May 31, 1973 
and has been included in “Investments in film properties’. The remaining balance of $793,942 is represented 
by cash and short-term deposits. (restricted as outlined in Note 2). 


The Company's right to recover its investment is subordinated to the recovery of the investment by the producer 
and is payable only out of “Producer's Share of Gross Receipts’ 


The Company has not established an amortization policy with respect to the films as distribution has not com- 
menced. Although unamortized costs of the film properties may not be realized in one year, they have been 
classified as a Current asset in accordance with industry practice as at May 31, 1973. 


4. Investment and advance: 

The Company owns 50% of the capital stock of AFT Distributing Corporation, a U.S. corporation which main- 
tains sole distribution rights to the eight motion picture film properties described in Note 3. In addition, the 
Company has advanced $1,500,844 ($1,500,000 U.S.) to the distribution company of which $1,000,000 is due 
January 26, 1975 and bears interest at 12% over the prevailing U.S. prime rate with the remaining $500,000 
at 2% over the prevailing U.S. prime rate. The $1,000,000 with interest thereon is subordinated to the distribu- 
tion company’s bankers. The $500,000 with interest thereon is secured by assignment of the producers right, 
title and interest in and to ‘Producer's Share of Gross Receipts” and is subordinated to the producer's bank 
loans with interest thereon. 


5. Depreciation and amortization: 
Depreciation and amortization is computed on the diminishing balance method at rates based upon the esti- 
mated lives of the assets as follows: 


Revenue producing equipment (excluding mobile units) 10% 
Mobile units 30% 
Furniture and fixtures 20% 
Leasehold improvements 20% 


6. Bank indebtedness: 
The bank indebtedness is secured by an assignment of the accounts receivable, security given pursuant to 
Section 88 of the Bank Act and a floating charge of $1,000,000 on all other assets. 


7. Deferred income taxes: 

Current— 
Deferred income taxes result from claiming amortization on investments in film properties for income tax 
purposes. 

Long-term— 
Deferred:income taxes result from providing less depreciation and amortization on fixed assets in the 
accounts than claimed for income tax purposes. 


CINEVISION ... 


and Subsidiaries 


Notes to Consolidated Financial Statements, May 31, 1973 (cont'd) 


8. Capital stock: 


(a) 


(b) 


(c) 


(d) 


Authorized 

Supplementary letters patent dated August 17, 1972 subdivided the capital stock of the Company from 
1,000 common shares of $1 par value to 200,000 common shares without nominal or par value, increased the 
authorized capital stock to 1,000,000 common shares without nominal or par value, the aggregate value 
not to exceed $1,000,000 and annulled the authorized and unissued 39,000 1% non-cumulative redeemable 
preferred shares of $1 par value. Supplementary letters patent dated December 29, 1972 further increased 
the authorized capital stock of the company from 1,000,000 common shares without nominal or par value 
to 5,000,000 common shares without nominal or par value and, the aggregate value for which shares 
could be issued was increased from $1,000,000 to $5,000,000. On January 16, 1973 the directors of the 
Company adopted a resolution increasing the aggregate value for which such shares could be issued from 
$5,000,000 to $9,000,000. 


Issued and fully paid 


Shares Amount 
Balance May 31, 1972 1,000 $ 1,000 
Subdivided shares, August 17, 1972 199,000 — 

200,000 1,000 
Shares issued for cash, October 17, 1972 600,000 600,000 
Shares issued for cash, January 4, 1973 500,000 3,350,000 
Warrants exercised 40,100 320,800 
Options exercised 2,000 2,000 


Oa Z2s00 $4,273,800 
Stock option plan 
The Company has granted certain employees, officers and directors, options to purchase from the Company 
40,000 shares of the capital stock at $1 per share exercisable at a maximum of 8,000 shares per annum 
for the years 1973 to 1977. 
The optionees may exercise in a subsequent year any portion of the options not exercised in the previous 
years. The options are valid only as long as the optionee is an officer, director or employee of the Company 
or its subsidiaries. 
As at May 31, 1973 there were 38,000 stock options outstanding. 
Warrants 


Warrants to purchase 525,000 common shares were issued in connection with an Underwriting Agreement 
dated January 4, 1973. The warrants are exercisable at $8 per share to December 31, 1973 and $9 per share 
to December 31, 1974. 

At May 31, 1973 there were 484,900 warrants outstanding. 


9. Earnings per share: 


The effect on the earnings per share would be anti-dilutive if the 484,900 warrants and 38,000 stock options 
had been exercised during the year, and the funds received therefrom invested at a 7% rate of return. (3%% net 
of applicable income taxes). 


10. 


(a) 
(b) 


(c) 


Commitments: 

The Company and a subsidiary have entered into lease agreements maturing in 1973 and 1974. Annual 
rentals under these lease agreements aggregate approximately $30,500. 

The Company and a subsidiary have executed two five-year employment contracts expiring in 1977, 
totalling $55,000 per annum with annual increases of $5,500 commencing in 1973. 


The Company has executed a three-year consulting agreement for $12,000 per annum commencing 
November 1972. 


Auditors’ Report 


To the Shareholders of 
Cinevision Ltée 


We have examined the consolidated balance sheet of Cinevision Ltée and its subsidiaries as at May 31, 
1973 and the consolidated statements of earnings and retained earnings and changes in financial position for 
the year then ended. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances. 


The investment in film properties and the investment and advance are shown at cost (see Notes 3 and 4). 
Their ultimate realization is dependant upon the successful distribution and acceptance of the films. . 


In our opinion, subject to the realization of the investments and advance, these consolidated financial 
statements present fairly the financial position of the companies as at May 31, 1973 and the results of their 
operations and changes in financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding period. 


Chartered Accountants 


Montreal, Quebec 


July 13, 1973. 
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